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Eligibility & Tenant Qualification Process

Income Eligibility

Full-time Students
Paperwork Requirements
Affects of Other Programs



m LIHC households must be income eligible which means....
Must have income at or below the elected income limit; and
Unit must be rent restricted at or below the elected rent limit.

£ m Also may be required to meet a minimum income limit...
NOT a program requirement but often a management requirement
N, Implemented to ensure household can afford rent
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m Income limits based on household size

m Must count all who will reside in unit plus...

Unborn children

Children about to be adopted

Children living in unit 50% or more of the time

Children away at school but living in the unit during school recesses
Foster children/adults

Children away in foster care who will be returning

Temporarily absent household members

m |FA Requirement: Count individuals reasonably expected to live in
unit in next 12 months

= Do not include:
Live-in attendants
Guests
Permanently absent household members

m Must also address household members on military deployment

ny N it



m Excluded military deployed person & income UNLESS...
Head or co-head/spouse OR
Left a spouse or dependent in unit

m In those cases, must...
Count as household member
| Include deployed person’s income & assets

m Examples...

A deployed father leaves his child with his parents who live in LIHC unit
Father considered household member along with parents & child
Count father’s income & assets even if not sending any money home

A deployed woman leaves spouse & 2 children in LIHC unit
Still a 4-person household
Her income & assets are counted

Adult son living with parents (not head/co-head) joins military & gets deployed
Household size reduced to 2-person household
Son’s income & assets excluded

1 :"l'




HUD & IRS encourages leniency to prevent ineligibility whenever
reasonably possible

e
: , e
m Leniency can be applied on households _ 7
that left minor dependent in unit 7 & W
= &
m |f guardian moves into unit to )

take care of child... ,

m Deployed individual & child may
be considered non-household
members & their income &
assets excluded

m The income of the guardian
may be excluded

m Only applies when minor
dependents left in unit

= [f spouse left, absent
military member considered
a head or co-head

= Must count as member
& including income/assets



m Once know household size
must determine income
eligibility by projecting
household’s anticipated
iIncome

m Start date is either...

Move-in date or
Recertification effective date

m Project from start date 12
months into future... even if
shorter lease term given!

Household Income

+ Asset Income

= Total Household Income



m HUD Handbook contains list of income & asset types
that must be included and excluded

m First must know difference between income and
assets even if it may seem obvious as calculate
differently

Income: ltems received on a regular, recurring basis

Verify gross amount before any deductions
Annualize over next 12 months

Asset: ltems held in lump sums that are accessible

If asset not accessible... Exclude

If accessible verify...
m  Fair market value
m  Any expenses incurred to convert to cash

m  Income asset will earn in next
12 months (e.g., interest/dividends)



m Some items are tricky like retirement
accounts

m [o correctly calculate, must know how
person receives or holds the money

If retired, receiving money on a regular,
periodic basis making it an income

If not yet retired, money held in lump sum
making it an asset but only includable if
accessible to the individual




INCLUDED

= Employment .
= Social Secy=+: 1
ey — .l m \When Working with
I ) income, count...

= Alimor Al

N e Earned income of any

m Wi e household member 18+ or
an emancipated minor

INCOME INCLUSIONS
) The fu nount, before any payroll deductions, of wages and salanes, overtime pay
NS, fees, UPs and DONUSES, and Other COMPENSation 1or PErSONal Services.
Expenditures 1or DUSINESS eXPANSION
deductions in determining net Income -
1on may be deducted, based U n ea r n e I n CO m e O

(&3] The s
1 @ DUSINESS OF Prof
Any witharawal

-
P reciation of assets used
on straight line depreciation, as provided In Intermnal Revenue Service regulations.
of cash or assets from the operation of a business or profession will be Included In INcome, except
everyone.

1o the extent the withdrawal is reimbursement of cash or assets Invested in the operation by the

-

Exhibit 5-1

s shall not be used

et Income rom operation of 3 bUSINess or Profession

3l or personal property.  Expenditures
s deductions in determining net

ramity
dividends, and other Income of any kind from re
Il not be used

@) Inter
for amortization of capital Indebtedness sh
Income. An allowance for depreciation is permitted only as authorized in paragraph (2) above
Any withdrawal of cash or assets from an Investment will be Included In INCome, except 10 the
extent the withdraw reimbursement of cash or assets invested by the family. Where the family

s of $5,000, annual Income shall Include the greater of the actual L M t f b t

ly assets in exce
income derived from all net family assets or a percentage of the value of such assets based on the

has net fa
current passbook savings rate ved by HUD.
The full amount of periodic amounts received from social secunty, annuities, Insurance policies.
disability or death benefits, and other similar types of penodic receipts
ounts for the delayed start of a **periodic X n | I I & | I I

retirement funds, pensions
INcluding a lump-sum amount or prospective monthly a

Veterans Disability, Dependent Indemnity Compens:

See paragraph (13) under Income IA

SIoNS for an exception 1o this paragraph;** !

(5) Payments in of earnings. such as unemployment, disability compensation, worker's [ ]
compensation, and severance pay. except as provided in paragraph (3) under Income Exclusions . CO n ta I n ed I n H l | D
|
y - =
Handbook’s Exhibit 5-1

as deterr

amount (e.g.. Black Lung Sick benefits
payments to the widow of a serviceman killed in action)

Exch

nce

(6) Welfare Ass
istance received by the family

. (a) Wellare as
(b) If the weltare assistance payment includes an amount specifically designated for shelter and

utilities that is subject to agustment by the welfare assistance agency in accordance with the
tance income 10 be included as

actual cost of shelter and utilities. the amount of welfare assi
06/07 -

HUD Occupancy Handbook
Chapter 5: Determining Income & Calculating Rent

m Earnings in excess of $480 of
adult dependent full-time students
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m [o calculate must anticipate income for next 12 months
Annualize current income
Include any verifiable changes in next 12 months

Use gross amount before any deductions
Multiple by # of pay periods in next 12 months

.......

m [fincome won't last full 12 months...
Calculate assuming current circumstances will last full 12 months
UNLESS can verify maximum amount will receive in 12-month period

(
.........

m After annualizing all income sources for each household
member, add all incomes together to obtain household’s total
iIncome




= \When working with
assets actually counting
income generated from
each asset rather than
asset balances

m Must calculate asset
income in 2 ways...
Actual asset income
Imputed asset income

m Once both calculated, must
use greater amount in
eligibility equation
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INCLUDED

ings, checking, etc.

m Equity inrea
capital inve

m Stocks,
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m W
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Exhibit 5-2: Assets

NOTE: There is no asset for in HUD
However, the O Mot fcotmio WCKados Tt Icome oo famity assets

A Net Family Assets include the following:
1

1sh ! nts deposit boxes, hos
stc. For suvmgs accounts, use the current balance. For checking

use the for the last six months. Assets held in
foreign countries are considered assets.

2 Revocable trusts  Include the cash value of any revocable trust available
to the family. See of n 57G1

3 Equity in rental property or other capital investments Include the current
fair market value less (a) any unpaid balance on any loans secured by the
property and (b) reasonable costs that would be incurred in selling the
asset (e g , penalties, broker fees, etc )

NOTE: If the person’s main business is real estate, then count any
mncome as business income under paragraph 5-6 G of the chapter. Do
not count it both as an asset and business income.

4 Stocks, bonds, Treasury bills, c s of mutual fu

money market accounts Interest or dividends eamed are counted as
income from assets even when the eamings are reinvested. The value of
stocks and other assets vary from one day to another. The value of the
asset may go up or down the day before or after rent is calculated and
multiple times dunng the year thereafter The owner may assess the
value of these assets at any time after the authorization for the release of
information has been received. The tenant may request an interim
recertification at any time thereafter that a decrease in stock value may
result in a decrease in rent

S. Individual retirement, 401K, and Keogh accounts. These are included
when the holder has access to the funds, evenlhouohapenakymaybe
assessed. If the individual is witt

for the previous six months. (Do not count withdrawals as income.)

; Example — Withdrawals from a Keogh Account
. 1 Ly Pham has a Keogh account valued at $30,000. When

account, determine the amount of the asset by using the avemge ba!ance

¥ asset types

and imputed the asset. Do not count the
. $2.000 she withdraws as income
HUD Occupancy Handbook 6107

Exhibit 5-2

= When working
assets, count
everyone's asset
regardless of age

m Exhibit 5-2 conta
a complete list of
included & exclude



m First step is to determine each asset’s cash value

Cash value is fair market value less reasonable expenses incurred in §
selling or converting asset to cash such as...

Penalties for premature withdrawal
Broker & legal fees
Settlement costs for real estate transactions

To arrive at cash value, subtract verified expenses from asset’s verified
fair market value

m Second step is to determine asset income generated in next 12 » 4
months such as... ’u@

Interest;
Dividends: or
Rent




‘4; = When verifying assets, if entire

""""" household
old’'s combi
is... bined asset value

(For LIHTC Projects oF Scll-cu“ﬁnﬂon for HOME*)

\ Under $5,000 Asset Certification @
OWA FINANCE

\ For households who combined NET assets QQMI exceed 45,000,
complete 0né form per household; include assets from children of the household

Property Name: L |H\l%_ﬂ u:

Household Name: | BIN& Unit #:

e ——
(AxB)

source \

rediing Accou__——
afety De sit Box

$5000 or les
verfy s, do not need to 3"-party

o&f_og\_A((ouan
Equity In Real Estate

Ly "‘EE‘L”AEQ_‘EQ‘L,_,

$ s
jLand € ontracts ___

apitl investments _

In
Cosr’:]eba;rc]i (;an allow household to certif
ed asset total is $5000 or Iesg

A
Iso must self-attest each asset’s
m Current balance or FMV

Other Retirement

personal property held as an hvestmcm' e
Any account only at(e',aedﬂou;h a debit card®®’
s Other (Attach st if necessary)

PLEASE NOT £ Certain funds (-8 Retirement, pension, Trust) may of may not be (fully) accessible t0 you. include only those
amounts which ate:
* Cash value is defined a5 market value minus the cost of converting the asset 10 cash, such 38 proker’s fees, settiement costs,
outstanding \oans, early withdrawal penalties, etc.

personal property held as an \nvestment may \nclude, but not limited tO, gems of coln collections ant, antique @S etc. DO
NOT include necessary personal property such as, but not necessarly fimited 0, household furniture, dally use of autos, dothing,
assets of an active business, OF special equipment for Us® of the disabled.
se*no not count food stamg accounts of checking accounts already fisted Example payroll, social Security or Welfare Accounts

r A pisposed Assets
E](VES) D (NO) \/We have disposed of assets for less than fair market value in the last 2 years. Examples would
include such jtems as char’ +able donations or gwmg]selhng assets (such 33 real estate) to family.

m Estimated inco
m .
& miae e generated in next 12

!__No Assets
(YES) \/we DO NOT have any assets at this time.

The Net Family Assets (as defined in CRF 813 102) above do not exceed 45,000 AND the Annual income from the Net
fFamily asset is: $0.00. This amount is included in the total Gross Annual Income.

Under penalty of perjury ! certify that the information presented in this certification Is true and accurate 10 the best of myfour
knowledge: The undersigned further ynderstands that providing {alse information herein constitutes an act of fraud fFalse,
misleading oF incomplete \nformation may result in the termination of alease Ag!eeme'\l

m |[FA [
Requirement: If go this route, must

use IFA's Under $
e 50
Certification form DA

7}@5?&5&«5@«3&? - - ‘Aﬁa:gﬁ-?;;;\l&gr‘;l\.ﬁ — Date

Date

e ——
Apph(a’\t/ﬂe&!dw\l Signature Date

L ——igent T
Apohca“l/ﬁes\de'u Signature Date

+May not be used fof HOME Full Recerufication Requirements

A REV 05/20/2015 Under $5,000 Asset Certification

Exceeds $500
0
each asset’s: , must 3-party verify

doesz?gE: The HOME Program
NOT allow the use of this form

however, m
self—recert,ificgzli:: ?evc\q/lr}ierm meeting the annual =xpenses lgicanvertiaicash
ement during off
years

Fair market value

Asset income
e .
period generated in 12-month




m Once all of household’s assets verified — whether 3-party verified or self-

attested — and cash values calculated, must reflect figures on TIC and add
together ...

Cash values to show household’s total cash value
Actual asset incomes to come up with household’s total actual asset income

m If total cash value is...

$5000 or more:

Must calculate household’s imputed asset income

Done by multiplying total cash value by HUD’s Passbook Rate which is currently 0.06%
(0.0006)

Under $5000:

Imputed asset income step is skipped
Another way to look at this is to consider imputed asset income $0.00

‘ m Then complete income eligibility step by calculating Total Household Income

which is Household Income + greater of actual asset income and imputed asset
iIncome and compare to applicable income limit

m For household to be income eligible, Total Household Income must be at or
below income limit




Income & Asset Questions?
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m Beyond income & rent
rules, LIHTC also has a
full-time student rule

\

\
\

m Restricts eligibility of
certain full-time students
so properties don't

become dormitories
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m Must understand rule only applies to household’s entirely
comprised of full-time students none of whom are eligible to file
a joint tax return

m Household NOT subject to rule if 1 person...

Doesn’t meet full-time student definition OR
Is eligible to file a joint tax return,

y—-— Ul'-"""’r"' v Yo T E T v ——— vy BT UTT WY WY T TEETYT N YR - WT T W TR T
» a 4 » . - \ Y N
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m Full-time student definition
based on 3 parameters:

School attendance: Must attend
5 months* out of the property’s
taxable year

* Note: Months do not need
to be consecutive nor full months.

Hours attending: Full-time is
based on school’s definition

School: Must be regular
educational institution or
organization.

m All 3 must be met for student
to be deemed full-time

m Apply 3-part definition to each
household member



If household entirely comprised of full-
time students none of whom can file a
joint tax return, household must meet 1
of the following exemptions to be
eligible...

m Receive assistance under Title IV of Social
Security Act which is

m Contain a household member that was
previously in foster care

m Contain a household member that is enrolled
in a job training program receiving
assistance under

or under other
similar state or local program

m Be a single parent household with the parent
not claimed on anyone else’s tax return and
the child or children not claimed on anyone
else’s return except one of the parents.




Instructions for Use:
2 are to be used when qualifying a household for eligibility with the HOME program. Page 3 pertains to eligibility with
HTC program. You must uze all threw pages of the document if you are gualifying  tenant for & unit that is both 3 HOME and
Part 1: (If LIHTC project only, skip to Page 3)
Are any househok! members under sge 24 and students (full- or part-time) st an insttute of [ Joves) [} (voy
higher learning?
If "NO,” sign and return the form to management. Ne further action is necessary.

#f "YES,” and list all students in the table below, then sign. Have EACH student or their parent/guardian complete PART 2.
Complete PART 3 and 4 as the form directs.

Date Range Attended or
10 Attend

‘Applicant/Resident Signatul Applicant/Resident Signature Date

‘Applicant/Resident Signature Date Applicant/Resident Signature Date

IFA Rev 08-31-2015 Student Status Certification




w

: Exemption
m If full-time i

1. Household member
student entitled to file a joint tax
hOUSGhO|d, return
Verlfy & 2. Household receives TANF
document
appllca 3. Household member
exempt on previously in foster care

4. Household member in a
job training program
similar to JTPA

5. Single parent household
with appropriate
dependency status

Documentation

Copy of joint tax return or marriage
certificate

TANF award letter from appropriate
agency.

Foster paperwork from the placing
welfare agency

Verification of participation in program
from applicable administrator.

NOTE:
Workforce Investment Act (WIA) replaced JTPA
If non-WIA program, need proof...
Program obtains government funding
and
Has a mission similar to JTPA

Copy of tax return(s) indicating
dependency status of all household
members including minors. If not
available, a signed affidavit may be
obtained.



m There is a continuing eligibility component to rule
Household must continually meet rule even after
initially qualified
If become unqualified, must move out or unit will fall out of
compliance
Even if in middle of lease term
Be sure clause in lease
If household refuses to move, evict!

m |FA Requirement: Student status
must be re-verified...

Anytime there is an addition
to household

Annually even if
exempt from
annual recerts






= \When household applies,
it must complete an
application for residency

| APPLICATION FOR HOUSING

Complete one application per cdult household member who will ocupy the unit ot time of move-in.
[Froperty mame. | [ V¥ Project Rumber 1 -
[Address 1 | il

Desired Move in Date

For Office
Received by (agent)

Use Only:

Bedroom Size Requested: (12 [ 2 s s

opicant Name wr [

Current Address Gt Fraew Tip Coda Tetephone feumber

HOUSEHOLD COMPOSITION
Provide your name and relation 1o the Head of the Household. Please olso list any minor dependents under the age of 18 for whom you are
P2

m |[FA does not mandate a | e el

| =

IFA Compliance Questionnaire

specific rental application

(For All LIHTC and HOME Projects) LOWA FINANCE
Complete one form per odult household member who will occupy the unit ot time of move-in. eseow

Oes ave O e [Property Name: [FA Project w: 1 1
u I I Appiicants N Retstionahip o ead of | Waritel rth Date noe not 1o respona

First, Atssetie tnitiol, Lost Status Month, Date. yeor !

[Eurrent Adaress ] | I 1
Sereet Address (inciading Uit & appicanic] Gty Seate 75
Evening Teia: |

[Baytime Tei®
[Email Address 1

Check efther YES or MO to each question ond “Yes" to any question, plesse provide a bricf explanation in the space provided below
to verify your responze

the question You may be required to supply sdditional
[rousEnoLD INFORMATION:
re you expect any additions to the household within the next twelve months?

tf you re:

If choose to use IFA’'s
application, it may not be
modified

L hvesy [ Jmor 2

2 rs there anyone living with you now who won t be living with you at this property ?

[ Jvesy [ oy
evesy [ ] ivoy 3. Do you have any minor children?

[NCOME INFORMATION Do you OF EXPECT 10 receive INCOme in The Next 12 Montis from any of the foNOWIng sources:
Soclal Security, 551 or other payments from the Social Security Administration?

[ Jvesy [ oy 4
Jovessy [Jinvor R GE ions o¢

mployment wages or salaries (inc ling over e, bonuses, 5, COmm o sh)?
Jvesy [ Jiwos 6  Employment wag alaries (Including overtime, bonuses, TIPS, COMMILSIONS and Cash)

[ Jvess  [Jwo) 7o ek mk

Unemp ?

If use own, must have
)
every adult member of e Doy S oo
_ry Jovess ] woy 9. Public assistance (General Relief, Aid to Families w/Dependent Children of other such support)?
h ouse h 0 | d com plete I FA ‘ [ven [Jowey 5 Comtomemasimonsor vt wmserts
11.  Alimony or child support paid directly from the payor that is not court-ordered?

oy

benefits, veteran s benefits or annuities?

Overtime, bonuses, tips, commissions and cash)?

-
Com p| lance Doyt FERromear o TS R R
- - D‘Vlﬂ D (nO) 13. Regular payments from any type of (insurance d from lawsuit)?
Questionnalre e Do 0 ST
D,VES, D (NO) 15. Regular payments from disability, death benefits or life insurance dividends?

Regular gifts or payments from anyone outside of the household (including cash or goods)?

Clovess [Jmoy 26

IFA Rev 08-31-2015
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m Once completed,
must verify each
eligibility item

m In general IFA
prefers 3"d-party

verifications which
are:

Written documents
sent directly by the
source; and

Authentic &
verifiable
documentation
provided by the
applicant or tenant




m |n order of preference, IFA looks for the following
when verifying employment...

1. Employer provided...

Verification completed by employer delivered directly
from source or by household AND

2 months of consecutive paystubs dated within 120

) Q
days of effective date.
- &
WJotekeheer 2. Work Number or other database provided...
Required number of paystubs

Applicable information from database AND

2 months of consecutive paystubs dated within 120
days of effective date

Pay wage cycle: # of stubs to cover

Weekly

Bi-weekly 3 If a disparity exists between items... Must also
Semi-monthly 4 obtain affidavit from household member clarifying
Monthly 2 dISparIty
3. If unable to obtain either 1 or 2...
Need affidavit from household member as to his

income AND

2 months of consecutive paystubs dated within 120
days of effective date AND

Documentation that shows efforts to obtain 3/-party
verifications

T
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\¥4

Preferred verification
for other income
sources:

1l

2.

Social security
benefits letters,
unemployment
letters, asset
statements, and
similar
documentation

Verification forms
completed by a 3r-

party




m 3"-party verifications completed by source can be delivered by...
Mail
Fax or Email: Should contain company name, fax # or email address, and
name of person providing information.

Internet: Website should be viewable on computer & address should be
included when printed

m Applicant/Tenant-provided 39-party verifications are likely to be hand-
delivered so review provided documentation to ensure current, complete

& unaltered

P A A S



For most part, verifications must be dated no more than 120 days prior to
effective date of certification they support

|FA Requirement:

= Annual benefit letters from fixed income sources such as Social Security or
pensions can be used even though older than 120 days

m But does not apply to SSI due to frequent changes




m Review verifications for
completeness, dates & accuracy

Oral Verification Record

m Clarify with source if...

Not complete
Confusing or cryptic or

Causes discrepancy with other
information received

, ete
ents (Check Stub, sratements

]

[Clother {specifyl:

= Do not write on verification form e b
itself rather document clarification —
using a form such as IFA’s sample
Oral Verification Record and
clearly indicate...

Clearly Nist question®.
]

Name, title & contact information of o -
person spoke with S e

Clarifying questions asked & answers
received







m If qualified, summarize information on IFA's Tenant Income
Certification

Required form

Signed by all adult household members &
property representative

Only exception... May use 50058 from PHA
when voucher holder applies

m |FA Requirements:

TIC typed or completed in pen not pencil

Corrections neatly crossed out & correction
added

Never obtain signed blank as is fraud

Always date signature on date obtained...
no backdating even if completing late
recert!

Effective date can be backdated BUT NOT
household signatures

Also include statement indicating from
household that the information on TIC was was true & correct as of effective date




m [mportant to understand must have
clean paper trail from application or
IFA Compliance Questionnaire to TIC

m Do not assume auditors will arrive at
same conclusion or understand
household’s scenario as well as you

50.:.

Need to have appropriate verification(s)
for every income, asset or other
eligibility item listed on TIC

If any items listed on application or
questionnaire are not included on TIC,

must have documentation in file as to
why

Also good idea to show how
iIncome/asset figures were calculated

Calculator tape
Calculation worksheet




RS- T ——" . - > > - ‘| Iﬁ?_ ,‘ B s o e

m All eligibility documentation must be placed in tenant file

m Files should be maintained in consistent order

m |FA Tenant File Order Requirement: -
FI Initial Certifications... \ \

IFATIC signed by each adult

Income & asset verifications including IFA Zero Income Certification & Under
$5,000 Asset Certification if applicable

Student Status Certification & any necessary exemption verifications

IFA Application OR your application with an IFA Compliance Questionnaire
completed by each adult household member

Executed lease & renewals
Consent to release forms

Recertifications... oy &"
Ordered by year from most recent to oldest :f,”’jtsfetnype TG bt F
Mixed-Income or 100%... Student Status Certification  mixeq., 'e”any,t“(erri;,";:i:,::"" this ";«":;}’;j
& any necessary exemption verifications (market) upipg, P00t with 1y .
Mixed-Use... Same as initial cert except no application = “*ecincop,, _ "on-lnre B8

- 1 (]
but instead IFA Compliance Questionnaire completed by = ece,,, ;:rjasides ot ,OLV’ZT‘ Project
uir, .
each adult household member =

If desire a different file order, must get approval from
IFA Compliance Officer and keep it on file



m |FA Requirement: File Retention

Retain files and other compliance documentation for...

First year records... Entire 15 year Compliance
Period plus 6 years totaling 21 years

Subsequent years... A minimum of 6 years after filing
of tax return claiming credits.

Can maintain electronically
Files must be complete
Uncorrupted over time
Hardware & software accessible entire timeframe




Paperwork Questions?




Recertifications

Annual Recertifications
IFA Property Types
Additions to Households
Available Unit Rule
Affects of Other Programs



Annual Recertifications (ARs) performed to
determine household’s continued eligibility

At recertification, household must...
m Continue to meet full-time student rule
m Be income qualified however income rules change

Federal requirements indicate ARs must be...
m Performed each year household remains in unit
m Completed by anniversary of initial effective date

m Supported by verifications dated within 120 days
before effective date

Can do earlier but never later than anniversary date

m Household moves in on July 15, 2015
m AR must be completed no later than July 15
= But can move to meet other requirements



m In 2008, Federal program rules changed no longer requiring
ARs on 100% properties but many properties...

Coupled with other programs with different requirements
Governed by state agency or investor with more restrictions

m Must follow these more restrictive requirements

m [FA’s Requirements: Based on property type
Mixed-Use: Complete full recertification of all LIHC units

Deep-Rent Skewed (even if 100%): Complete full
recertification of all LIHC units

100% Properties:

Mixed-Income: Complete full recertification of all LIHC
units satisfying state set-asides

LIHC/HOME: Complete full recertification of all
LIHTC/HOME units satisfying state set-asides

LIHTC Only: Complete IFA's Student Status
Certification only & obtain student-related verifications

If must complete full recertification...
Must use IFA Compliance Questionnaire
Verify all eligibility items

........




Additions to Household

m Beyond ARs, must also process adjusted certifications if new members added to existing
qualified households

I — |

m Must be completed on all property types

RSP

m |FA Requirement:
New member must complete Student Status Certification & IFA Compliance Questionnaire
Verify eligibility information & add to most recent TIC
Household is considered same household which means income eligibility rules change
As only verifying new member’s information, must keep AR effective date same as before addition
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m Recertification income eligibility rules change
At Federal level...

Household’s income is allowed to increase up to 140% or 170% if deep-rent skewed property of the
property’s minimum set-aside income limit

If household’s income increases beyond this %, household invokes Available Unit Rule (AUR)
but such households continue to be treated as LIHC-qualified as long as AUR correctly followed

Failure to follow Federal AUR results in reportable noncompliance

At State level...

Many states have additional restrictions on income increases at recertification often tied to income
increases beyond the set-aside income limit attached to unit

Such requirements differ from state to state

Failure to follow state requirements will result in state-level noncompliance which is not reportable
to IRS but is subject to state-imposed penalties

m [f state implements additional restrictions must follow BOTH Federal AUR and state
restrictions
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m |[FA does impose additional
restrictions specifically on state-
elected set-aside units

THE PEOPLE OF

IOWA

- WELCOME YOU

m |FA Requirements:

These units subject to recertification
even if 100% property

If household living in such a unit

has income that exceeds its set-

aside, household is deemed “over-
income” |

Unit mix must be restored

m Important to note difference
between IFA rule & Federal rule

IFAAUR rule... Household
exceeds set-aside limit

Federal AUR... Household
exceeds 140% or 170% of
minimum set-aside limit
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m When determining if household invokes IFA AUR, simply compare
current set-aside income limit for household’s size to household’s
recertified income

m |[f household’s income is...

Equal to or less than the current set-aside limit: No action need be taken as
household continues to meet state-specific set-aside requirement

Greater than the current set-aside limit: Unit mix must be re-established
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m o understand when Federal AUR invoked, must understand minimum
set—aside as not invoked until household’s income is over 140% or 170%
on deep-rent skewed project of project’s minimum set-aside income limit

Every property has 1 minimum set-aside which owner elects credits

3 election options:

20
40
25

/
/
/

50
60
60

First # indicates minimum % of qualified units
Second # indicates income limit restriction

(NYC only)

—

S D) DN\

-



K D -

m \When determining if household invokes Federal AUR...
Start with minimum set-aside income limit rather than income limit attached to unit
Determine current income limit for household size
Multiple by correct %... (i.e., 140% or 170% if deep-rent skewed)

m Example: Recertifying a 4-person household living in a 40% state-set-aside unit that
Is living in a mixed-use but not deep-rent skewed property

Facts:
Elected minimum set-aside: 40/60
Elected state set-asides: 30%, 40% & 50%
Current 4-person 60% income is $32,700

Steps:
Multiple $32,700 x correct AUR % to arrive at the recertification limit
$32,700 x 140% = $45,780
Determine household’s income
Compare to recertification income limit

If household’s income is...

Equal to or less than recertification limit: Federal AUR not invoked & household continues
to be treated as a LIHC household

Greater than recertification limit: Household invokes Federal AUR and rule must be
correctly followed for unit to maintain LIHC status & to remain in compliance
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m When IFAAUR invoked,
must re-establish elected
unit mix by replacing over-
income unit with another
unit BUT also maintain
promised units at each
state-specific set-aside

Replacement unit must
be comparably sized

Anywhere in project

When such unit comes
available, rent it to
household eligible at the
, set aS|de that the over
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m Example: Recertifying a 4-person household living in a 40% 2-BR unit that is
living in a 20-unit 100% property that has additional state set-asides of 30%,
40% and 50%.

Facts:

Elected minimum set-aside: 40/60
Unit Mix: 3 units at 30%; 3 units at 40%; 3 units at 50% and 11 units at 60%

Current 4-person limits: 30% = $16,350; 40% = $21,800; 50% = $27,250 and 60% =
$32,700

Household’s income at recertification: $26,820
Steps:
As 40% household is over 40% income limit, unit mix must be restored

Over-income household should be re-established as 50% unit as that set-aside is more aligned
with its income

When next 50% or 60% comparably sized (2 BR) unit anywhere within project becomes
available, fill it with qualified 40% household and charge no more than 40% rent

Once new household moves in, rent can be raised on over-income household to 50% rent
amount relabeling unit as 50% LIHC

NOTE: If 60% unit used to re-establish unit mix, may want to do adjustment again to keep
property’s cash flow as would now have 4 50% units and only 10 60% units

Also since this household’s income increase was not 140% over the minimum set-aside income
limit, the Federal Available Unit Rule was not triggered
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WILL FOLLow THE RULES | WILL FaLe

m If that household (or any other household) would have an income
increase that was over the applicable % of the current minimum
set-aside income limit, the Federal AUR would also be invoked

W

Continue to charge AUR-invoking household LIHC rent g

m To correctly follow the Federal AUR...

Rent any comparable or smaller sized units that are or come available
in same building to qualified households

Continue to do 1 & 2 until building’s applicable fraction is re-achieved
without counting AUR-invoking unit

= Quite simply, just like with IFA's state requirement, ultimately
looking to replace invoking unit with non-LIHTC unit
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m o understand Federal AUR
better, let’s illustrate

m Example: Mixed-use
property comprised of:

1 building of 10 units

All units are 1000 SF

9 units are LIHC & 1 unit is
Market resulting in a 90%
applicable fraction

v
jBuildinA
\ Invokes Rule
LIHTC

LIHTC
LIHTC

LIHTC
LIHTC
LIHTC
LIHTC
0 Market

Household in Unit #1 invokes the
Federal AUR

1
2
3
4
5 LIHTC
6
{
8
9
1




m o follow AUR, must...
Continue to charge household in Unit #1 LIHC rent
Rent any comparable or smaller sized units

that become available in this building to Buildi ng AN

qualified households
Must continue to rent such units to qualified Market
LIHTC

households until building’s 90% fraction

re-attained not counting Unit #1
LIHTC
LIHTC

LIHTC
LIHTC
LIHTC
LIHTC
LIHTC

O LIHTC
vacant

As all units are same size, all are comparable

If Units #2 through #9 come available...

Must fill with qualified households as LIHTC units
and don’t want to lose status

After re-filling, whereas It maintains compliance
it does not satisfy the Federal AUR as
building’s fraction is not 90% without counting
Unit #1

Therefore AUR still invoked

P OO NOOThWN -

However, if Unit #10 came available and was
filled with a qualified household, 90%
fraction would be re-attained without
counting Unit #1 satisfying the Federal AUR

When done, can change Unit #1 to Market and raise
rent to market after giving proper notice




Simplified scenario as was 1 building and all of units were exactly same
square footage

The rule gets slightly more complicated when have different sized units as
there is a comparable or smaller size component to rule

Plus, remember rule is applied on building-basis so it only affects units in
building that contains AUR-invoking household which means very important to
know what constitutes a building on your property!
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m Also need to examine 100% buildings as all units LIHC so no units to replace with AUR-invoking unit

m Rule still applies but can't be satisfied until AUR-invoking household is no longer over income or
moves out & qualified household moves in

m As long as re-rent any vacated units to eligible households, AUR is followed and any AUR-invoking
units remain in compliance
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However if 100% property has r

no other elected set-asides "
(e.g., deep-rent skewing or ‘
state covenants), no ARs are ,‘

required
|FA Requirement: :

m [f inadvertently move in
ineligible household, must
demonstrate due diligence
measures are in place .

m [f cant, property subject to
Federal AUR noncompliance
which is reportable to IRS

-

m |FA defines lack of due
diligence as:

m Several over-income move-ins *‘

m Lack of basic verification :
processes I

= No dual file reviews prior to :
move-in



m Income Increases at HOME Recertification

If Low HOME household’s income
increase above 50% but less than 80%
HOME income limit... Next comparable High
HOME unit must be rented to qualified Low
HOME household and re-designated accordingly

If any HOME household’s income
increases above 80% HOME limit...

Fixed HOME units... -
m Raise rent to 30% of adjusted income as per
lease & proper notice requirements \ 0
m [fLIHC/HOME, rent capped at LIHC max rent 4 ks

m |f Low HOME unit, rent next available High \"‘\.
HOME unit to a Low HOME qualified household ‘

Floating HOME units...

m Raise rent to lower of 30% of adjusted
income or market as per lease & proper
notice requirements

m [f LIHC/HOME, rent is capped at LIHC
max rent

m Must restore Low/High HOME unit mix
by renting next available unit anywhere
in project to HOME-eligible household

m  Once replaced, over income HOME
unit may be treated as non-HOME




Questions?




